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TANZANIA - KEY ECONOMIC INDICATORS 
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Exchange rate 1965-75: US $1 = T.Shs. 7.14 
Exchange rate 1976-July 1977: 
US $1 = T.Shs. 8.30 





1974 1975 1976 Behn’ 
pChange 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 1,937 2,315 2,397 3.5 
GDP at Constant (1966) Prices 1,259 1,329 1,196 - 10.0 
Per Capita Income, Current (Dollars) 144 156 161 3.2 
Gross Capital Formation, Current Prices 97 58. 621 6.3 
Plant & Equipment Investment 173 280 138 - 50.7 
Building Construction 88 112 113 9 
Gross Capital Formation (1966) Prices 295 25h 272 Tek 
Indices: 1966 = 100 
Industrial Production 171 189 200 5.8 
Average Industrial Wage 176 186 197 5.9 
Labor Force (Wages Earners) ('000) 484 471 457 3.0 
Population (Million) 14.4 14.8 15.2 2.7 
Electricity Sales (Million Kwh) 459 486 527 8.5 
MONEY AND PRICES 
Money Supply (Currency in Circulation 
+ Demand Deposits) 92 520 577 ANH 
Interest Rates (Commercial Lending) 5-10% 63-103%  64-103% - 
Indices: 1970 = 100 
Wholesale & Retail Trade (Current) 172 202 186 - 7.9 
Cost of Living (In Dar es Salaam) 163 2ho 260 8.3 
Cost of Living (National Average) 1h9 188 198 5.3 


BALANCE OF PAYMENTS AND TRADE 








Foreign Exchange Reserves 33 159 178 11.9 
Public Debt Outstanding 565 790 898 13.7 
Debt Service (% Export Earnings) 45 Tex 3 24 
Balance of Payments (Deficit) (140) (95)* 70* 174.0 
Balance of Trade (Deficit) (334) (434) (113) 74.0 
Exports, FOB 353 359 460 28.1 
US Share 20 24 47 95.8 
Imports, CIF 687 793 572 =- 27.9 
US Share 55 100 36 «- 63.6 
Consumer Imports Only 272 250 2% - 5.6 


Value of Main Imports from U.S. 1976 (In Millions of Dollars) 


Food and live animals $12.5, machinery and transport equipment $11.5, crude 


materials (except fuels) $4.1, chemicals 
$2.0, mineral fuels $.3. 


* Embassy estimates 
Sources: 


$3.0, edible oils $2.6, manufactures 


Annual Economic Survey (Swahili) 1976/77 


Bank of Tanzania's Economic Bulletin, December 1976 
ELA. Customs Annual Trade Report, 1976 


Other documents published or commissioned by Tanzania Government 











INTRODUCTION AND SUMMARY 


Tanzania is a poor country on a socialist path toward development. 
Its guideposts include self-reliance, egalitarianism, and the State 
control of most means of production and distribution, either directly 
through the Central Government or indirectly by way of district 
cooperatives. 


The early 1970's saw the transformation of rural areas, which comprise 
95 percent of Tanzania's 15 million people, into Ujamaa Villages, a 
system of rural socialism that emphasizes cooperative farming and 
self-help. This rural transformation coincided with the period of 
drought and poor harvests which necessitated large imports of 
foodgrains, The registration of all Ujamaa Villages which is to be 
completed this year will give them license to operate commercially, 

to raise bank loans, and to engage in sundry business activities. 


Tanzania's monetary economy is based on a variety of primary and 
semi-finished agricultural exports such as coffee, cotton, tea, sisal, 
cloves, and cashewnuts. Pressure on the Balance of Payment account 
eased somewhat in 1976 due to import restrictions recovery in foodgrain 
production, and favorable international prices of coffee and tea, In 
1976, GDP rose 5.2% in constant terms, agricultural and industrial 
production advanced, export earnings increased by 50%, and foreign 
reserves reached a 34 year high of $248 million. The government 
continues to rely heavily on foreign aid donors to finance development 
projects, Tanzania expects to receive over $300 million in such 
assistance during 1977. 


Industrial production rose by 6, 2% in 1976 and the Third Five Year 
Plan continues to emphasize this directly productive sector, Currently, 
industrialization is aimed at import substitution and processing 
agricultural commodities. However, forethought is being given to 
Southern iron and coal reserves as an internal fuel supplement to 

meet mounting energy requirements and to develop a metal based 
industrial pole. 


Tanzania has been ambivalent about minority equity investment by 
foreigners in several sectors of the economy and depends primarily 

on bilateral and multilateral aid donors to meet its capital development 
requirements, There is some indication that Tanzania would consider 
joint ventures in non-vital areas: textiles for export, tourism, spare 
parts and highly technical intermediate industries. 








ECONOMIC SURVEY 


Tanzania remains on the road to recovery from its severe economic 
debilitation of 1974 and 1975. The need for food imports has eased 
and the Balance of Payments deficit has been lightened by stringent 
import restrigtions. Tanzania continues to suffer from sluggish 
material output, high inflation, underutilization of productive capacity, 
lack of domestically manufactured spare parts and intermediate goods 
and insufficient foreign exchange to purchase these on the international 
market, inefficiency in its transport and distribution system, and an 
insufficient cadre of trained personnel, 


The value of Tanzanian agriculture, which accounts for 38% of GDP 

and two-thirds of export earnings, improved in 1976. Cotton production 
was 19% higher in 1976 than it was in 1975; the production of cashewnuts 
was up by 36.9%. Tobacco also registered an increase of 34, 6% in 

1976, Coffee, pyrethrum, and sisal yields declined. Coffee production 
dropped by 9% from 57,000 tons in 1975 to 52,000 tons in 1976, 
Pyrethrum declined by 20.6% from 4, 626 tons in 1975 to 3, 673 tons in 
1976. Sisal production, which has fallen steadily since 1969, continued 
to drop from 124, 000 tons in 1975 to 113,000 tons in 1976, Maize paddy, 
wheat, and sugar crops improved considerably. Coffee, cotton, sisal, 
and tobacco earned the country about $300 million or about 65% of 

total exports. Tanzania reaped a bonanza from the exceptionally high 
price of coffee which accounted for 31% of export earnings. On the 
whole, the GDP value of the agricultural sector increased by 4.7% in 
real terms in 1976. 


Imports declined by 4. 8% from $793 million in 1975 to $572.4 million 
in 1976. Imports from Kenya and Uganda increased from $57. 1 million 
in 1975 to $80.6 million in 1976. Wholesale and retail trade declined 
during this period due to import restrictions and shortages of consumer 
goods, Exports rose from $389.4 million in 1975 to $495.0 million in 
1976. Exports to Kenya and Uganda increased from $24.6 million in 
1975 to $30.7 million in 1976. This scant rise in exports exacerbated 
Tanzania's Balance of Trade deficit within the East African Community 
to a level of $50 million. 





Pressure on the total Balance of Payments account eased considerably 

in 1976 and the early part of 1977. As a result of the merger of the 

two political parties, TANU and ASP, foreign exchange earnings formerly 
held by Zanzibar were transferred to the mainland Bank of Tanzania. 
Foreign exchange reserves rose from US $159. 3 million in December 

1975 to US $178.1 million in December 1976. Tanzanian reserves 

stood at US $248 million in June 1977 and have been holding due to the 
favorable international prices of coffee and tea, 
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Industrial production rose by 6.2% in 1977 compared to the slim 
increase of 0.3% in 1975. Gains in other economic sectors include: 
water and energy-5.0%, transport and communication-6, 1%, 
investment-7.2%, government expenditure-17.9%. Investment by 
public corporations declined from $86 million to $69 million during 
this period due to the austere economic conditions of the previous 
fiscal year and the completion of phase I of the Kidatu Hydroelectric 
project. Investment by the East African Community Corporation 
remained at $22 million, 


Converting Tanzania's economic statistics from shillings into dollars 
masks the economic improvement of the last fiscal year. The shilling 
was devalued in late 1975 from a rate of T. Shs. 7.14 to T. Shs. 8. 30 
equivalent to the US dollar. The direct application of this 16.2% 
decrease in the purchasing power of the Tanzanian shilling relative 

to the dollar translates into a 13% fall in real GDP between 1975 and 
1976, Because Tanzania's external trade is conducted in hard currency 
and prices determined by world markets and because the vast majority 
of Tanzanians subsist outside of the monetary sector, the converted 
statistics do not reflect the economic progress of 1976. 


Since 1967, Tanzanian industry, which accounts for about 10% of GDP, 

has been transformed from large, private firms into numerous public 
companies, These parastatals are organizations which the Government 
owns either directly or indirectly by holding at least 5% of the equity. 

In general, these institutions have had a bleak history. In 1975/76, 

175 of the 330 existing parastatals were engaged in business and 67 

of these functioning entities, or 39%, suffered financial losses. Recurrent 
problems include overemployment, undercapitalization, poor management, 
poor implementation of plans, loose financial accounting, lack of 
managerial accountability, theft and corruption. 


Recently, concern has been vocalized about rampant inefficiencies 

in the productive and distributive aspects of the industrial sector. 

There is talk of reassessing the need for specialized distributors in 

the chain of parastatals, such as the Tanzania Textile Trading Company, 
and of rethinking the policy of confinement by which all parastatals 

are mandated to order goods through the State-run import brokers. 

The Government promises to deal more sternly with parastatals in 

the future, making their managers responsible for the financial 

status of their operations, refusing government subsidies, and taking 

a tougher line on inefficient laborers. This year, Tanzania dissolved 
the national trucking company, UMITA, when it went bankrupt instead 

of buoying the firm with additional public funds. Although this philosophy 
of taking a "hard line" with industry is a politically popular issue, it 

is too early to tell if it signals the evolution of a more pragmatic trend 
in Tanzanian socialism, 








EAST AFRICAN COMMUNITY 


The disintregration of the East African Community, a commercial 
and shared service pact among Tanzania, Kenya and Uganda, has 
had immediate ramifications for the member nations, Tanzania's 
closure of the Tanzanian-Kenyan land border has meant a cessation 
of trade between the two neighbors. Most affected are the tourist 
industry and local firms which relied on Kenya as a supplier of raw 
materials, spare parts, and consumer goods, Tanzania has created 
new organizations to replace the defunct community corporations such 
as East African Airways, the Harbour Corporation, the Railway 
Corporation, and the Civil Aviation Board, Extra costs associated 
with building national rail, air and communications infrastructure 
add a heavy burden to the economy and may require readjustment 

of Third Five Year Plan (TFYP). 


ECONOMIC FORECAST 


While the Balance of Payments situation has been the most glaring 
symptom of macroeconomic misadjustment, the inefficient distribution 
of productive factors and consumer goods is the most severe 
microeconomic problem, To strengthen the internal economy and 
deal with the problems of maintenance, the majority of the next 

budget has been allocated to meet recurrent expenses. 


The Budget estimate for FY 1977/78 totals $1, 147. 3 million; an 
increase of 15% above last year's estimate. Of this sum, $658 million, 
or 57%, is earmarked for recurrent expenditures, while $489 million 
is designated for development expenditures, The bulk of recurrent 
funds contributes to primary education, improved road networks, 

and advancements in principal agricultural crops and food grains. 
Twenty-eight million dollars will be spent on maize, cotton, tobacco, 
coffee, and pyrethrum production, 


The harvest underway is expected to be the best in five years and it 
should greatly ease the need to import large quantities of foodstuff. 
Relaxation of import restrictions in some non-sensitive areas of 

the economy is likely to bolster productive and distributive operations 
which are presently stymied by a lack of spare parts and intermediate 
goods, The government will continue to promote industrial expansion 
and diversification with the purposes of meeting domestic demand, 
adding value to exported commodities, and creating import substitutes. 
Tanzania's goal is to achieve a solid, self-sustaining base, It will 
continue to shape the country's economic objectives and strategies 
within its overall socialist framework, 
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Despite this bid for self-sufficiency, Tanzania is experiencing a 
shortage of skilled managers in parastatal companies; the persistence 
of a fairly important private sector; and a strong dependence on external 
prices, expatriate expertise and imported technology. Tanzania relies 
heavily on foreign aid donors for development funds and Baiance of 
Payments support. Development Loans and grants for FY 1976/77 
stood at $217 million, The pledge for FY 1977/78 has risen to $268 
million of which $146.5 million is in the form of grants. The 
International Monetary Fund will provide this country with $15 million 
to improve its Balance of Payments position. For some time hence, 
Tanzania's fate will be tied to the procurement of international financial 
assistance, skilled manpower, and advantageous terms of trade. 


Although the demise of the East African Community was not totally 
unforeseen, it placed administrative and financial burdens squarely 
on the shoulders of Tanzania for which it had budgeted neither time 
nor money. The assimilation of Community institutions into the 
respective economies of the host nations and the dispersement of 
EAC research teams caused much consternation for Tanzania who 
wished to maintain the viability of the East African Community. 
The Government claims it is prepared to support the Community 
unilaterally until such time as compatible member nations can be 
identified. The list of possible future partners includes Zambia, 
Mozambique, Rwanda, Burundi. 


THIRD FIVE YEAR DEVELOPMENT PLAN 


The TF YP emphasizes the directly productive sector which will 
benefit from 43% of the investment budget. This represents a shift 
from the earlier priorities of social and economic infrastructure 
which dominated the first two development plans, This plan stresses 
industrial development and accentuates the use of local inputs in 

the manufacture of goods for domestic consumption. This is an 
attempt to anticipate the capital goods and energy requirements of 
the ensuing decades, These trends are evident in the plan, which 
identifies the expansion of light industry such as textiles, the creation 
of heavy industry, and the exploration of the coal fields at Mchuchuma 
and Songwe/Kiwira. The yearly increment to GDP is targeted at 6% 
growth and individual sectors are set at the following average annual 
rates: agriculture 5.1%, mining 9. 3%, manufacturing 9.3%, water 
and power 10.0%, construction 6,4%, transport and communication 
6.5%, other sectors 5.6%. To realize these growth targets, the 
following amounts (in millions of US dollars) will be invested: 
agriculture $389. 3, mining $67.2, manufacturing $567.2, water and 
power $185.0, construction $171.9, transport and communication 
$481.4, other $758.9. Total monetary investment in Tanzania is 
estimated at $2720.9 million. Some observers consider the national 
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growth rate and component targets overly optimistic and point out 
that Tanzania's pool of resources, especially internal revenue, may 
be overcommitted. 


During the planning period, agriculture is scheduled to expand in 
both yield and acreage. Maize, wheat, sugar cane, coffee, tea, 
tobacco, and pyrethrum cultivation will be increased. Agricultural 
specialization by region should be more strictly adhered to, e.g. 
millet/sorghum would be grown in the drier areas of the country. 


In the manufacturing sector, the government is progressing beyond 
production for import substitution toward a basic industrial strategy 
of processing domestic raw materials for consumption in the local 
market. The current development plan gives priority to the expansion 
of sugar plants at Kagera, Mtibwe and Kilombero; the establishment 
of ‘inte grated textile mills in Musoma and Tabora and expansion and 
diversification of existing weaving facilities; the construction of a 
pulp and paper plant, pharmaceutical operation, and food processing 
plant. A shoe factory, petro-chemical complex, kaolin, ceramic, 
and a sheet glass plants are some additional manufacturing projects under 
review. 


Resource recovery is given increased attention to meet the mounting 
energy requirements of industrial development and to save valuable 
foreign exchange by supplementing the use of imported crude oil with 
internal fuel sources. The Colonial Development Corporation identified 
two major coal and iron reserves in their 1950-57 studies, the Songwe/ 
Kiwira and the Ketewaka/Mchuchuma deposits, approximately 250 
kilometres from the railway at Makambaku. Preliminary reports 

of the coal beds indicate sizeable reserves of fairly high quality, low 
sulfur bituminous and development schemes for these Southern deposits 
should approach completion during the current planning period. 
Tanzania recently announced that it has 30 billion cubic litres of 
natural gas at Songo Songo, an island 32 kilometres off the Southern 
Coast. The Minister for Water, Energy, and Minerals reported 

that 82% of this deposit, which was discovered first in 1974, can 

be recovered for commercial use. The Geita goldmine and the Kahama 
diamond mines are scheduled to be revived. The Wazo Hill Cement 
Factory, the sole construction material complex, will be expanded 

and new installations are being built at Tanga and Mbeya. The present 
supply of cement fills one-third of national demand. The government 
is considering the utilization of phosphate rock, at Minjingu on the 

east shore of Lake Manyara, to supply a local fertilizer processing 
plant at Tanga. 


Tanzania is a relatively small consumer of electrical power, 490.6 
million kilowatts of electricity in 1976, Its rate of utilization is 
quickening, however, as these electrical sales represent a 8.5% 
increase above the 1975 consumption level of 386, 3 million kilowatts. 
Three power generation projects are receiving serious consideration 
to meet this energy demand, They are Phase II of Kidatu, Kiwira 
Station, and Ngono Project which will generate 100 MW, 12MW, and 
1.8 MW of power respectively. A study to assess the feasibility of 

a 620 MW plant at Stigler's Gorge is underway. 


Major endeavors in the areas of transport and communications are 
the purchase of aircraft and facilities for Air Tanzania Corporation 
and the completion of a microwave network to link the coastal grid 
with interior regions of the country. 


Zanzibar 


Like the mainland, Zanzibar professes socialism. in the context of 
centralized, single-party rule. But this part of the United Republic 
remains largely autonomous, economically speaking. Although its 
sizeable foreign currency reserves were recently merged on paper 
with those of the mainland, Zanzibar retains control over them, 

These reserves form the basis for an ambitious independent program 
of internal development, Efforts are being made to diversify the cash 
economy, which historically has depended almost entirely upon the 

sale of cloves - of which Zanzibar is the world's largest producer - 
both by expanding domestic production of various food and cash crops 
and by fostering small-scale industries, For the near future, however, 
the somewhat troubled clove industry (plagued by disease, non-replacement 
of old trees, but buoyed by record world prices for the cloves) will 
remain the mainstay of the cash sector. 


Development programs are varied. Some, such as large-scale 

public housing and hotels on Zanzibar and Pemba, have been under- 
taken by the government on its own, Others, such as personnel for 

the hospitals, have relied on foreign assistance. Dependent on the 
communist world, mainly China, for most aid since independence and 
the subsequent union with the mainland, Zanzibar has begun to diversify 
its sources of foreign assistance, UNDP/FAO, Denmark, West Germany, 
The Netherlands and the United States have all sent technical aid 
personnel to Zanzibar. Supplementing this new look in aid has been 

the government’ increased willingness to enter into hard-currency 
commerCial transactions for major projects with firms in Western 
Europe, Japan, India and the United States. There is an interest in 
developing Zanzibar's tourist potential, but the current border situation 
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between Tanzania and Kenya and the problems of the East African 
Community make this difficult. For over the past 13 years, the 
Zanzibar government has prohibited any significant foreign holdings 
on the islands, There is little indication this will soon change. 


IMPLICATIONS FOR US 
Investment Climate 


Tanzania's determination to build a socialist country and its concern 
to prevent domination by foreign business and finance act to limit the 
role for potential US investment. However, the future of private 
investment in Tanzania is obscured by the Government's ambiguous 
policies and lack of definitive guidelines for foreign entrepreneurs. 
While it usually welcomes foreign equity in planned industrial projects, 
Tanzania insists on a controlling interest in joint ventures. Terms 
and guarantees are negotiated for each project and vary according to 
the sector and development priority. Emphasis on village agriculture 
and small to medium scale import substitution industries narrows the 
scope and lessens the attractiveness for foreign investment. The 
State controls all aspects of the modern economy. It depends upon 
concessionary foreign aid and domestic borrowing rather than private 
investment to finance its capital requirements and to exploit its 
resources, 


The country's depressed economy, infrastructural deficiencies, 
inefficient transport system, and disruption of the East African 
Community and market further inhibit potential private investment 
and markets. Tanzania maintains excellent relations with a number 
of correspondent US banks, but its shortage of foreign exchange can 
mean suspension of dividend remittances and delays in compensation 
in cases where foreign enterprises are nationalized. Tanzania's 

ten year history of political stability, access to the sea, and pool of 
trainable manpower make it worthy of serious consideration by firms 
interested in African investment opportunities. 


The closure of the Tanzanian-Kenyan border has opened possibilities 
for US investment in the field of tourism, although the Tanzanian 
Government has not made clear the extent to which it is willing to 
exploit its many tourist attractions. The Tanzania Tourist Corporation 
is charged with the development of this sector. 


The TFYP calls for a sizeable degree of industrialization, Foreign 
partners are being courted for the creation and expansion of non-vital 
operations such as the manufacture of blended textiles for export, 
metal products, leather processing, construction of a cotton sizing 
plant, diversification of the building materials industry to include 
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a cement-asbestos plant, concrete block plant, production of window 
glass and roof tiles, use of by-products such as gypsum, an electrical 
transmitter operation, and other technical works, Planning for this 
industrialization is already underway and we advise those interested 

in investment and/or management opportunities to contact the National 
Development Corporation and the Ministry of Industries. In addition 
there may be possibilities for US agro-business consultants to establish 
and manage large, modern agricultural schemes in the southern part 

of the country. 


SALES PROSPECTS 


Tanzania was forced to maintain its stringent import restrictions in 
1976 to stabilize its Balance of Payments accounts and protect domestic 
industries. Due to severe shortages of essential intermediate goods 
and spare parts, the Minister of Finance and Economic Planning 
indicated in the Budget Message that restrictions will be reviewed and 
somewhat relaxed. The closure of the Tanzanian-Kenyan border 
caused Tanzania to seek other suppliers of chemicals, pharmaceuticals, 
and other productive goods formerly supplied by Kenya. Tanzania 
offers good prospects for American distributors of agro-related 
equipment and machinery for small scale industry. The country 
continues to receive vast amounts of aid, much of which is relatively 
untied and therefore available for financing under international tenders. 
The types of equipment Tanzania needs to implement its TF YP include 
many in which US firms are highly competitive. Best prospects for US 
sales include: earthmoving and leveling equipment, trucks and other 
heavy duty vehicles, dairy equipment, materials handling equipment, 
grain storage facilities, cement, textile and paper machinery, and 
general construction equipment, Tanzania plans to expand rural water 
and electrical systems. It is also in the process of constructing a 

new capital city in Dodoma. An industrial complex producing shoes and 
leather goods is planned for Morogoro. The exploitation of south- 
western ore deposits and soda ash in the Lake Natron area offer 
prospects for future sales of US mining equipment. Tanzania is seeking 
suppliers of tobacco processing and telecommunications equipment, 
tractors and other agricultural machinery. 


Serious potential suppliers should watch for international tenders and 
should visit the market. Most such tenders require prequalification of 
bidders. Early delivery and good follow-up servicing are important for 
sales here, A-useful guide on importing and exporting regulations is 
available for a charge from the Government-owned National Bank 

of Commerce. Tanzania will continue to draw on outside consultants 
and management groups. Interested US firms should write to the 
Tanzania Investment Bank which acts as a clearing house for project 
proposals and source of funding for feasibility studies. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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